IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

NORDETEK ENVI RONVENTAL, INC., ClVIL ACTI ON
et al. :
V.
RDP TECHNOLOG ES, | NC. : NO. 09- 4714
MEMORANDUM
Dal zel I, J. January 8, 2010

This litigation involves a conpl ex business dispute
arising froma sinple and ancient cause, enmty between brothers.
As the accounts fromBiblical times through filns |ike The
Godf at her have rehearsed, fraternal venomis a potent poison, as
will shortly be on display here.

On Decenber 17 and 18, 2009, we convened on an
expedited basis a hearing on cross-notions for prelimnary
injunction that the two brothers or their respective firns had
filed. After considering the testinony fromthat hearing and the
vol um nous docunentary record adduced therein, together with the
parties' detailed pre- and post-hearing subm ssions, we offer the
followi ng analysis of that record and the law, which w |
constitute our findings of fact and conclusions of law within the

nmeaning of Fed. R Cv. P. 52(a)(2).



Fact ual Backqgr ound

A. H story and Busi ness of RDP Technol ogies, |nc.

Def endant RDP Technol ogies, Inc. ("RDP") is a famly
busi ness that is now jointly owed by plaintiff Paul Christy
(43% and his older brother, Dick Christy (57%. The brothers’
father and D ck founded the business in 1978, and they naned it
after the three Christy brothers, R obert] (who at one tine owned
10%, Dick] and P[aul].® Dick has been the President and
maj ority sharehol der of RDP fromits inception, and Paul served
as its Secretary and Treasurer until at |east June of 2008. ?
Stip. Facts, Pl. Supp. Br. Ex. D ("Stip. Facts"), at 1 3-4, 13-
16. The brothers' father initially owned 49% of RDP, but in 1982
he decided to give his shares to Rob and Paul . ®

According to Paul, RDP "sells conponents that go into
wat er and waste water treatnment plants,” and its target nmarket is
"[w ater and sewer authorities throughout the United States.”

Paul Christy Dep. at 296. The parties also stipulated to the fact
that "RDP sells water and wastewater treatnent equipnent, and

provi des the engi neering services necessary to design and install

! The sons are listed in the order of their birth.

2 Paul began to oversee RDP's accounting some tine in
the 1990s. Paul Christy Dep., Def. Supp. Br. Ex. A at 9. Pau
officially resigned from RDP on Septenber 18, 2009, but the
parties dispute the extent of his involvenent with the conpany
bet ween June of 2008 and his resignation. Stip. Facts at § 33.

® Paul clainmed in his deposition that his father owned
all of the shares initially and sold themto the sons in 1982.
Paul Christy Dep. at 5. But the parties stipulated that D ck has
al ways owned at |east 51% of RDP's stock. Stip. Facts at { 3.
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this equipnent.” Stip. Facts at { 2. The Tekkem |inme sl akers at
the center of this dispute are used primarily for water
treatnment, rather than wastewater treatnent, but they could be

used in either setting. Paul Christy Dep. at 295.

B. 1995 Shar ehol der Agr eenent

On July 1, 1982, the three brothers and RDP entered
into a Corporate Stock Redenption Agreenent that was superseded
on Novenber 1, 1995 by an anended agreenent anong them Amended
and Restated Sharehol der Agreenment, Ex. D-1* ("1995 Agreenent").
Thi s docunent allocated 4,100 shares, or 51% of RDP's common
stock to Dick, 3,145 shares, or 39% to Paul, and 800 shares, or
10% to Robert.

The 1995 Agreenent had at 8 9 an extensive "Restrictive
Covenant and Trade Secret/Confidential Information" provision.

In essence, 8 9 provided that if any sharehol der's enpl oynent at
RDP term nated "for any reason"” then "that Sharehol der shall not
engage either directly or indirectly in any nmanner or capacity
what soever (including principal, agent, partner, officer,
director, sharehol der, enployee, consultant or otherw se) in any

busi ness conpetitive with the business” of RDP "in the United

*We will refer to the exhibits by the parties' |abels.
They stipulated to the adm ssion of 104 exhibits at the
prelimnary injunction hearing. The first seventy-one stipul ated
exhibits were | abeled "D-1" through "D-71." The renuaini ng
stipul ated exhibits were |labeled "Stip. 72" through "Stip. 104."
W also admitted thirteen additional exhibits that the plaintiffs
i ntroduced at the hearing, and these were | abeled "P-1" through
"P-14." We did not admit Exhibit P-10.
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States, Canada or anywhere in the world that the Corporation is
currently doing business.” [d. § 9(b). The Agreenent inposed
this non-conpetition covenant ("NCC') on a term nated sharehol der
"[f]or a period of two years after the date on which" the

term nated sharehol der has |left RDP's enploy. 1d. The 1995
Agreenent al so restricted the sharehol ders from using or

di scl osing RDP's confidential information. 1d. at 8 9(c). The
br ot hers acknow edged that any violation of the non-conpete or
confidentiality provisions "would result in irreparable injury"”
to RDP. |d. at 8 9(d). And 8 10 of that Agreenent explicitly
provided that the signatories "agree that the subject nmatter of
this Agreenent is unique and that the renedy at |aw for any
breach of any of the terns of this Agreenent woul d be

i nadequate." 1d. at 8§ 10. Lastly, the Agreenent provided at §
15(b) that it could only be anended if "made in witing and
signed by all Parties hereto,"” i.e., by the three sharehol ders
and RDP. |d. at § 15(h).

Paul testified that the 1995 Agreenent did not change
his job responsibilities or nunber of shares and that he did not
recei ve additional conpensation in exchange for signing it. But
the 1995 Agreenent barred RDP fromterm nating the enpl oynent of
Rob and Paul except for cause, death, or disability. Dick could
only be term nated for death or disability. |d. at 8§ 5(d). Dick
testified that Paul wanted to revise the sharehol der agreenent to
limt RDP's ability to fire himand that this provision was not

in the 1982 agreenent. The 1995 Agreenent al so obligated RDP to
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repurchase the shares of a sharehol der whose enpl oynent
termnated. Stip. Facts at § 34 (stating that Paul "is entitled
to have his shares of RDP stock repurchased"” pursuant to the 1995
Agreement "[a]s a result of his resignation fromRDP'). ° | ndeed,
on Novenber 12, 2009 RDP sent Paul a Judgnent Note for
$574,371.35, which it believes is the value of Paul's shares. Ex.
D-17. Paul has, so far as we can tell, not done anything with
the Note or acconpanyi ng docunents. See Paul Christy Dep. at 161-
63. The nutual NCC, the limtations on RDP's ability to term nate
a sharehol der's enpl oynent, and RDP' s repurchase obligations were
apparently not in place until the 1995 Agreenent. There is no
evidence in the record to the contrary. ® Paul agrees that al
three brothers were bound by the 1995 Agreenent, including the
NCCin f 9. Paul Christy Dep. at 129, 137.

On May 5, 1997, Robert Christy decided to sell his ten
percent interest, or 800 shares, back to RDP. See Ex. D-70.
Not ably, but unsurprisingly, this docunent was only signed by its
parties, Robert W Christy, Jr. and RDP; Paul signed the docunent
not as a party but to attest his brother Dick's signature as

Presi dent of RDP. Because all parties to the 1995 Agreenent did

® Paul initially argued that the 1995 Agreenent only
gave RDP the option to purchase his stock and did not obligate
RDP to do so, but the parties' stipulation resolves this issue.

® At his deposition, Paul said that he did not know if
Dick could have fired himw thout cause or "on a whim' before the
1995 Agreenent. Paul Christy Dep. at 123-26. But Paul did not
point to any other agreenent that gave hi msuch protection, and
D ck has al ways been RDP's President and najority sharehol der.
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not sign the 1997 docunent, it did not constitute an anendnent of
the 1995 Agreenent ’ though, to be sure, the net result was that
RDP' s ownershi p becane the current 57% - 43% split between D ck
and Paul .

C. RDP' s Business and Its
Rel ati onship with Stephansen

RDP has been, and remains, in the business of selling
and servicing water treatnent and wastewater treatnent equi pnent
t hroughout nmuch of the United States. Al though RDP usually deals
W th general contractors in the course of its business, the
ultimte consuners of its products are ordinarily nmunicipalities
like the Gty of Ann Arbor, M chigan, which intervened in support
of RDP in this litigation.?

The purification of water and the treatnent of
wast ewat er to assure environnental protection are conplicated
tasks. Line slakers, which are at the center of this dispute,
prepare powdered line to make it usable for water purification
Li me changes the pH of the water and renoves mnerals, which
mekes the water softer. There are a nunber of technol ogies --
sl akers and ot her techniques -- available to acconplish such
treatment, but one such technology is produced by an entity known

as TEKKEM P. R. St ephansen A.S., a Norwegi an corporation based in

" W addressed this issue at length in our Oder of
Decenber 11, 2009.

® RDP is also currently attenpting to sell a Tekkem
sl aker to Cklahoma City, Cklahomm; Dallas, Texas; and Wchita
Falls, Texas. Stip. Facts at { 40-55.
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Bor gen, Norway, whose principal is one Poju R Stephansen. W
refer to this bundle of technology as "Tekkem™ It is undisputed
t hat Tekkem though by far the nost expensive technology for this
purpose, is also quite effective in water treatnent, which is its
primary use in the United States.® Indeed, as rmuch as a third of
the projects RDP enters into uses Tekkem RDP has never used non-
Tekkem sl akers, but Dick testified that other conpani es nake
sl akers and that RDP could use them See also Paul Christy Dep
at 305 (ot her conpani es besi des Tekkem nake sl akers in the United
States). RDP al so has other lines of business (for exanple, in
wastewat er treatnment) that do not use Tekkem

Pertinent to the current controversy, since August 15,
1997 RDP has been a party to License Agreenents for Tekkem nost
recently in the iteration dated January 25, 2001. License and
Distribution Agreenent, Ex. D18 ("2001 License Agreenent"). That
agreenent provides for a royalty beginning at $3,000 per sl aker
with a five percent annual increase on that part of the fee after
the year 2000. 1d. at Exhibit A It also provides for an
addi tional royalty of "2 per cent of gross value" of RDP' s
contracts invol ving Tekkem technol ogy (the "Two Percent
Cal culation”). Id. Stephansen required RDP to sell a m nimum

nunber of sl akers per year, and if RDP did not do so its |icense

® According to a Senior Uilities Engineer for the Gty
of Ann Arbor, Mchigan, the Tekkem |ine slaker is nore efficient
t han others because it determ nes how much water and linme to mXx
toget her on the basis of weight and tenperature, rather than
vol une and tenperature. Second Brian Steglitz Aff., Ann Arbor Ex.
2, at § 26. This process is nore efficient and produces |ess
wast e than other systens. |d. at Y 26-27.
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coul d becone non-exclusive. [d. at 8 3(c). But if RDP failed to
meke ot her paynents to Stephansen, such as the fees fromthe Two
Percent Cal cul ation, Stephansen could termnate the |license after
notice and a thirty-day period to cure the default. 1d. at 8§
12(c).

The 2001 License Agreenent required RDP to submt
quarterly reports and pay royalties within thirty days of the end
of each quarter. 1d. at 88 5(c), 9. But, in practice, Paul -- who
al ways prepared these reports for Stephansen and approved royalty
paynents -- sent the reports about once a year. RDP woul d usually
wait for direction from Stephansen regardi ng when and where to
send the royalty paynents. RDP wired the noney to accounts in
Norway and the Canary or Caynman |sl ands, paid Stephansen's
airplane repair bills in the United States, and even gave
St ephansen a royalty check to cash in the United States. Paul
Christy Dep. at 207-10. On at |east one occasion, Paul requested
-- and Stephansen granted -- a thirty-to-sixty day extension for
RDP's royalty paynments. Paul testified that the exact timng of
the reports and paynents was not "a big deal." Enails between
Paul and Stephansen or his enpl oyees show that Stephansen was
often flexible about the timng of RDP's reports and paynents.
See Ex. D-33. See also Paul Christy Dep. at 205-06, 214
(confirmng that Stephansen was "pretty flexible" about the
timng of paynents and that Paul knew this).

RDP devel oped sone of its own technology to deal with

its custoners' concerns with the Tekkem sl akers, for exanple,



with the buildup of grit in the system By August 26, 2008, RDP
had secured U. S. Patent No. 7,416,673 (the "'673 patent"), which
Paul and RDP enpl oyee M chael Quici filed on March 31, 2006 and
assigned to RDP. The '673 patent is for "[a] nethod and
apparatus . . . for conveying linme slurry, renoving and
controlling the anobunt of grit" that accumulates in the water
purification process. See Ex. P-9 at 1. Because RDP had

devel oped the grit renoval technol ogy underlying the '673 patent,
Di ck decided that grit renoval should be excluded fromthe Two
Percent Cal cul ation. When Dick told Paul about this idea, Dick
expl ai ned that RDP should not pay royalties on the "grit
classifier” because "[i]t was sonething that we [ RDP] had

devel oped."” Paul Christy Dep. at 218-19. Paul disagreed and

t hought this would conflict with the 2001 Li cense Agreenent
because in his mnd the grit classifier was part of the sl aking
system *® | d. at 218-21. See also Dick Christy Dep., Pl. Supp
Br. Ex. A at 62 (stating that Paul "questioned" this judgnent).
Di ck nonet hel ess inplenented this decision by at | east 2008,

al though it is not clear in the record when, precisely, this
happened. RDP may have omitted other itens fromthe Two Percent
Cal culation as well, such as the "platforns” and installation.
But the '673 patent was the prinmary issue that the parties

di scussed at the hearing with respect to the Two Percent

% Paul nonethel ess agreed that the grit renoval system
and sl aker are "two different things" and that RDP had sold them
separately to some clients. Paul Christy Dep. at 222-23.
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Cal cul ation. '™ Quici, a current Director of RDP who has been with
the conmpany for about twenty-five years, testified that the
dosing systemand fine grit classifier were usually excluded from
the Two Percent Cal cul ation.

Paul clainms that he did not know until early 2009 that
RDP changed the Two Percent Cal cul ati on because the total
royalties for the first projects on which this change was made
did not appear in RDP's accounting systemuntil that tine. Paul
did not talk to Dick about this issue when it came to his
attention again in early 2009. Mreover, Paul hinself instructed
others at RDP not to include installation or the soda ash system
in the Two Percent Cal culation. See Ex. D32, D-61; Paul Christy
Dep. at 187-197. He testified that the soda ash system was
separate fromthe slaker systemand that Stephansen shoul d not
get royalties on the soda ash system because it did not use
Tekkem According to Paul, Stephansen occasionally -- but not
usually -- received a royalty on the installation costs because
the contractor typically installed the equipnent.

On behal f of RDP, Paul negotiated the 1997 and 2001
licensing agreenents with Stephansen, and it seens undi sputed
that until Paul's departure he was the shareholder primarily
entrusted with maintaining RDP's rel ationship with Stephansen.

I ndeed, it was quite evident fromthe testinony that by 2009 Paul

" Paul sunmarized his view of the discrepancy in the
Two Percent Calculation in a docunent titled "G oss Sal e
Conparison,”™ which is Ex. P-6. According to Paul's cal cul ations,
RDP underreported the gross sales amount for the Two Percent
Cal cul ati on by an average of 22%
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had achi eved a very close relationship with Stephansen, so much
so that he often had conversations and dealings with the

Nor wegi an pri nci pal about which his brother D ck knew not hing.
According to Paul, Stephansen spent Thanksgiving with Paul's
faml|ly one year, and Paul also stayed at Stephansen's hone during
his visit to Norway in August of 2009, which we describe nore
fully bel ow. ** Paul Christy Dep. at 175-76.

D. Enmty Between Brothers
and Conflict Wth Stephansen

In recent years, the relationship between younger and
ol der brother becanme so strained that they were barely on
speaking terns. Paul noved to California in Septenber of 2008,
in effect to set up a West Coast office of RDP, and operated as
much as possi bl e i ndependently of Dick. See Paul Christy Dep. at
20. Dick declared that this plan was "abandoned” in his email to
Paul on January 16, 2009, and Paul says that he started goi ng
back and forth nore between Pennsylvania and California at that
time. Ex. D-50; Paul Christy Dep. at 63. According to Paul, he
"officially" returned to Pennsylvania to work in June of 2009.
Paul Christy Dep. at 63.

It is evident that in 2009 the brothers' relationship
deteriorated fromfrigid to belligerent. By this tine, an
opportunity presented itself for Paul to adm ni ster what he

regarded as a coup de gréce against RDP and D ck by exploiting

12 paul testified that the hone was under construction
and that Stephansen did not stay there while he did.
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his relationship with Stephansen. Wthout inform ng anyone at
RDP, including Dick, in May or June of 2009 Paul sent to
St ephansen a list of eleven Tekkeminvol ved projects where
St ephansen was paid |less than the full two percent on the total
gross project price.® Paul testified that he disagreed with
Di ck's decision to change the Two Percent Cal cul ati on but thought
that Dick created the problemand should fix it. He also said
that he did not want to submt "fal se" nunbers to Stephansen
This gratuitous information resulted in a tel ephone conversation
that Stephansen had with Paul in early July of 2009, during which
Paul reported that Stephansen was "rather upset."” Paul told
St ephansen that Dick had changed the nethod of the Two Percent
Cal cul ation but did not explain why. Paul never disclosed this
conversation to Dick. '

Paul's report to Stephansen also |l ed to Stephansen's
July 7, 2009 email to Paul whose text stated, in full

Tekkem Sl aker Fee Schedul e and our Licence
Di stribution Agreenent

The plus 5 per cent increase in slaker fee
per year to conpensate for assuned Inflation,

13 Paul included these el even projects in the License
Fee Schedul e that he sent to Stephansen about once a year; this
report accounted for RDP' s use of Tekkem and the correspondi ng
license fees. Paul added a columm to that report that made it
cl ear on which projects he thought RDP had underpai d Stephansen
regarding the Two Percent Cal cul ation. See Ex. D21

4 Paul said that he thought he was acting in the best
interests of RDP when he had this phone conversation with
St ephansen but failed to report it to Dick. At his deposition,
Paul claimed that he did not tell Dick about the conversation
because he thought it would be "inflammtory." Paul Christy Dep.
at 235.
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based on the value of US $ 3000 for the year

2000, has never been fulfilled. This nust be

corrected now and cal cul ated from year 2000.

To conpensate for |lost Interest over tine we

want now i nstead of 5 per cent, 7 per cent.

Al so when checki ng your Tekkem Sl aker Fee

Schedul e we find several incorrect val ues

fromthe 2 per cent systemroyalty fromthe

follow ng projects|.]
Ex. D 19.
Ther eupon, Stephansen |listed projects pursuant to which he
claimed there was a total shortfall of $39,225 in addition to the
di screpancy regarding the per slaker royalty. Paul said that both
he and St ephansen neglected to calculate the five percent
i ncrease, and he thought that RDP woul d pay Stephansen for that
di screpancy as well as the supposedly |ow fee for the Two Percent
Cal cul ation. G ven the tone of Paul's undi scl osed phone
conversation with Stephansen, he was not surprised to receive
St ephansen’ s enmai | .

Paul never responded to the July 7 email, but
transmitted it to his older brother the next day. See id. The

conplete text of that email stated:
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Di ck,

| amforwarding an e-mail | received from
St ephansen yest er day.

Paul Chri sty
RDPTech. com

ld. Paul did not tell Dick that he thought RDP should pay the
di sputed anmount of the Two Percent Cal cul ation, but at sone point
he left Dick a voicemail inform ng himthat he should take care
of the issue.

On July 24, 2009, Dick sent an email to Stephansen,
whi ch began with the foll ow ng paragraph

St ephansen,

Paul sent ne your email and asked ne to

resolve this question. | amnot sure why

Paul asked nme to do this because he has

managed t he accounting and book keeping for

the past 30 years. Nonetheless a m stake has

been nade and | want to this [sic] corrected

inatinmely mnner.
Ex. D 20.
Dick told Stephansen that after reading the 2001 License
Agreenent, he saw Stephansen's "point," and he explained that it
woul d take "sonme tinme" to do the underlying calculations. [d. He
al so offered to neet with Stephansen at an upcom ng i ndustry
conference or visit himin Norway.

Si x days | ater, sonmeone sent an email back to Dick
Christy, which said, in full

Dear Sir,

M St ephansen is on vacation and will be back
15t h August.

Best regards,

14



Annika Helle

Unbeknownst to Dick, Paul had during the first week of
August flown to Norway to neet with Stephansen while the
Nor wegi an was said to be "on vacation". Stephansen had invited
Paul to visit earlier in the year, supposedly to see sl aker
i nprovenents. In his testinony, Paul would have us believe that
the only thing that happened during the six hours he was with
St ephansen is that he | ooked at slakers. At his deposition, Paul
descri bed his vacation in Norway as a "personal trip." Paul

Christy Dep. at 181. See also id. at 330 (explaining that he saw

a sewage plant in Hawaii during his honeynoon). But at the
hearing Paul said that he was acting on behalf of RDP during his
visit with Stephansen. Stephansen asked Paul about the Two
Percent Cal cul ation issue, and Paul says that he replied that he
had no authority on that issue and that they did not discuss it
further. Wiile Paul's testinony about this trip was incredible on
its face, nost notable for our purposes now' is that Paul never
di scl osed the existence of the neeting to his brother Dick.

M chael Quici, a current RDP Director who has worked
for the conpany for about twenty-five years, spoke with
St ephansen on August 18, 2009 after Stephansen returned from

"vacation." Quici described that conversation as "pleasant” and

'* There remain significant disputes about Paul's
al l eged breaches of fiduciary duty to RDP occasioned by, e.qg.,
this never-disclosed visit to Stephansen, or their never-
di scl osed pre-July 7 tel ephone conversation. Wile these matters
are nost serious, we |leave their resolution for another day.
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said that Stephansen did not use the word "default."” Quici did
not get the inpression that there was any urgency in resolving
the fee dispute. See Mchael Quici Dep. at 72-74. At that point,
Qui ci thought there had been an "accounting error” and did not
know t hat Stephansen's concerns were rooted in Dick's change to
the Two Percent Calculation. 1d. at 75-76. When Quici asked

St ephansen for the basis of the nunbers in his July 7 email,

St ephansen told Quici that he got the information about the

di sputed royalty anmounts from Paul. Quici therefore asked Paul to
send himthat report, and Paul did so the next day. See Ex. D21
I n Stephansen's phone conversation with Quici, he did not nention
Paul's visit to Norway just two weeks earlier.

On August 27, 2009, Stephansen sent Dick and Paul a
letter by fax and mail that for the first tine referred to the
July 7 email as "a notice of default.” See Ex. D22 at 1. This
triggered, in Stephansen's view, "article 12(c) of the [2001
Li cense] Agreenent, that the Agreenent is termnated with effect

from1 September 2009." |d. at 2.1%°

' The resolution of the question regarding the |egal
consequences of Stephansen's July 7, 2009 email regarding "Tekkem
Sl aker fee" (Ex. D-19) is by no neans free fromdoubt. Wile it
is certainly true that Stephansen in the August 27, 2009 fax and
letter referred to the July 7 docunent as a "notice of default"”
that triggered a thirty-day period under 8 12(c) of the License
Agreenment with RDP, nowhere in the July 7 email did he use the
word "default” or any locution that could be fairly regarded as a
cognate of "default."

When Dick Christy on July 24, 2009 responded to

St ephansen's email in order to clarify "this question,” he was
informed six days later by a person said to be from Stephansen's
of fice that Stephansen was "on vacation and will be back 15th

august" [sic]. See Ex. D-20. July 24 was within thirty days of
(continued...)
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When RDP received the August 27 letter, its corporate
attorney asked Paul to call Stephansen right away regarding the
situation. Paul again displayed his studied disinterest in
resol ving the fee dispute by declining to call Stephansen. ! He
told us that he sinply did not know what to say to Stephansen
about the issue, and Paul al so takes the preposterous position
that it was in RDP's best interests for him-- RDP's primry
contact with Stephansen -- to refuse to nake the call to this
i nportant supplier at this facially crucial tine.

As one m ght expect, Dick took a different approach and
responded i nmedi ately to Stephansen's August 27 letter. In Dick's

August 28 letter to Stephansen, he stated that he "was very

' (...continued)

the July 7 email and before Paul's visit with Stephansen, and

St ephansen's purported return to the office on August 15 was
after the hypothesized cure period was to expire. O course, it

i s undi sputed that Paul Christy spent at |east six hours visiting
St ephansen in Norway the first week of August of 2009, in which
he cl ai med never to have substantively di scussed the matter
raised by the July 7 email, testinony that (to say the | east) we
find incredible.

RDP' s August 28, 2009 response, Ex. D23, and the wire
transfer of the total anount in dispute ($106,091) was, to be
sure, nore than thirty days after July 7, but the validity of
St ephansen’' s supposed "term nation," or any other "controversy or
claimarising out of or relating to" the 2001 License Agreenent,
are matters both parties entrusted to "binding arbitration under
the rul es and auspices of the London Court of International
Arbitration, in London, England,"” which, to be sure, "shall apply
the | aws of the Commonweal th of Pennsyl vania," 2001 License
Agreement at 8§ 28. W therefore | eave these weighty issues to
t hat Tri bunal

" At the hearing, Paul insisted that he did not
"refuse" to call Stephansen, but in his email to D ck of
Sept enber 2, 2009, he stated that he "sinply refused to call M.
St ephansen, because [he] was uninformed of the situation.™ Stip.
Ex. 86.
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surprised" because he "had thought, based on our conversations
and emails, that we were working towards resol ving the questions
you had rai sed about the royalty paynents you have recei ved under
the agreenent."” Ex. D-23. But as "a show of good faith," Dick
wote to Stephansen that though, in Dick's view, the "amount is
clearly an overpaynent,"” he neverthel ess was ready to wire
"$106, 091. 00[ **] to your bank account in accordance with your
prior instructions on making royalty paynents.” 1d. D ck al so
asked Stephansen to confirmwhere to wire the paynment and offered
to neet with Stephansen to discuss the issue. [d. On August 31
Dick, Quici, and their attorney had a phone conversation with

St ephansen, and Quici said that Stephansen told them he "woul d
consider reinstating the agreenent.” M chael Quici Dep. at 99-
100. On Septenber 1, Stephansen enailed Dick with instructions
regardi ng where to wire the $106,091 and told himthat Stephansen
woul d "use our best endeavours to cone to an equitable solution.”

Ex. D-24. RDP wired the funds shortly thereafter.

E. Paul ' s Resi gnati on and Foundi ng of Nordet ek

It is undisputed that on Septenber 18, 2009 Paul

resigned as an enployee, officer, and director of RDP. *°

8 On August 28 Quici and his daughter, who al so works
at RDP, cal cul ated that $106, 091 was the maxi mum anount that RDP
coul d owe Stephansen for the disputed Two Percent Cal cul ation, as
well as for the nmutually m ssed accel erator percentage. QuiCi
calculated the latter portion of the disputed fees at
St ephansen’' s demanded seven percent, rather than the five percent
that the 2001 License Agreenent provided.

Y In his resignation letter, Paul |isted many personal
(continued...)
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Notwi t hstanding his receipt of RDP's wired funds, Stephansen
wote to Dick on Cctober 2, 2009 and reiterated that the
agreenent had been term nated. Ex. D-27. He demanded that RDP
stop using the Tekkem trademark and cease advertising Tekkem
sl akers. 1d. RDP' s attorney responded on Cctober 5 and expl ai ned
RDP' s view that Stephansen had not term nated the license. Ex. D
28.

Just three weeks after resigning from RDP, Paul on
Cctober 9, 2009 incorporated Nordetek Environnental, Inc. in
Del aware. Nordetek purportedly has its principal place of
business in California, and Paul is its only owner and
enpl oyee. ?° Paul Christy Dep. at 237-38. It is also undisputed
that four days |ater Nordetek signed a putatively exclusive
Li cense Agreenent with Stephansen. See Ex. D-46. This litigation

ensued the next day.

9 (...continued)

and professional reasons for resigning. See Ex. D 16. But why
Paul resigned fromRDP is imuaterial at this tine. If RDP may
enforce the NCC, it applies to term nation of Paul's enpl oynent
"for any reason."

After Paul resigned, Dick wote to Stephansen and told
hi m about this change at the firm Ex. D 25. Dick rem nded
St ephansen about his long history with the conmpany and his vision
for the future and al so shared sone ideas for issues to be
resolved in the next |icense agreenent between them D ck again
offered to visit Stephansen in Norway. [d.

2% Paul has sonetinmes hesitated to characterize hinself
as an "enpl oyee" of Nordetek, but the parties stipulated that he
is currently Nordetek's only enployee. Stip. Facts at T 75.

L W have jurisdiction because plaintiff Nordetek and
Paul Christy have invoked our federal question jurisdiction
regardi ng patent and/or trademark nunbers 5, 746, 983 and
2,607, 699.
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At the prelimnary injunction hearing, Paul clained
that he did not speak to Stephansen regardi ng Nordetek getting
the Tekkem |license until early COctober. But in the plaintiffs
responses to RDP's interrogatories, they swear that Paul and
St ephansen first discussed having a conpany created by Paul serve
as the Stephansen licensee "no earlier than Septenber 26, 2009."
Ex. D-71 at 4. Even before Paul resigned, Stephansen asked himif
he could help find a new |licensee, but Paul allegedly responded
that he could not work on that issue while he was still an RDP
enpl oyee. |d.

Paul clainms that Nordetek has everything it needs to
sell Tekkem sl akers by virtue of its |icensing agreenent. He told
us that once Nordetek got this license, it was "instantly"” in
t hat busi ness.

But Dick credibly testified that Nordetek woul d need
addi ti onal technol ogy and know how to sell the sl akers and
provi de the engi neering expertise to support their installation.
Dick cited as one exanple RDP' s devel opnent of technology to
address the grit issue. He also said that RDP has inproved on the
conmputer software that Stephansen provided with the Tekkem
Iicense. Paul responded that Nordetek will be able to conplete
its first potential contract in Dallas with assistance from
St ephansen and without using RDP's proprietary information.
Tekkem sl akers are in use in many | ocations outside of the United

States, so in Paul's viewit is plausible that Nordetek could
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install the Dallas slaker with Stephansen's help w thout using
RDP' s patent or other technol ogy.

Paul also testified that Nordetek's only business is
Tekkem | i me sl akers. He does not believe that Nordetek conpetes
w th RDP because from his perspective RDP no | onger has a Tekkem
Iicense, and Tekkem sl akers are Nordetek's only line of
busi ness.?* At this time, however, RDP is proceeding as though it
still has a Tekkem |icense because it believes that Stephansen
never properly term nated the 2001 License Agreenent. According
to Dick, RDP has six pending or potential projects that woul d use
Tekkem and RDP would have to lay off nost of its fifteen
enployees if it could not conplete those projects. But RDP may be
able to survive, despite such a catastrophic bl ow

In md-COctober of 2009, all of the characters in this
famly drama attended WEFTEC, the Water Environnment Federation's
Annual Techni cal Exhibition Conference. Ex. D-68 at {1 113, 120-
21. WEFTEC is "the | argest conference of its kind in North
Anerica and offers water quality professionals fromaround the
world with the best water quality education and training
avail able today." Stip. Facts at T 79. RDP had an exhibit at
VEFTEC t hat included references to Tekkem

F. Clients Caught in the Mddle

2 Paul testified that he is personally an agent for
anot her Norwegi an conpany called Canbi, which is involved in
wast ewat er treatnent. But he denied that Nordetek has a
rel ationship wi th Canbi.
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Si nce Stephansen purportedly term nated the 2001
Li cense Agreenent and Nordetek signed its own |icensing agreenent
wi th Stephansen, both Nordetek and RDP have hel d thensel ves out
as the only Tekkem|licensees in the United States. They have
al so sought the same contracts fromthe sane clients.

Nordetek's first potential order is for the Tekkem
sl aker in Dallas, but in May of 2009 Paul tried to get this sane
contract for RDP. Paul Christy Dep. at 149, 307-08. Nordetek has
received a letter of intent for the Dallas project, which is
worth $4.4 mllion, but has not yet signed a contract. See Ex. D
67. Both conpani es have al so sought the Ann Arbor job, and D ck
credibly testified that RDP custoners all over the country are

guesti oni ng whet her they should work with RDP or Nordetek. See

also, e.qg., Stip. Ex. 101 (regarding the systemin Wchita

Fall s). Stephansen stepped into the fray and told people
connected to the Ann Arbor and Dallas projects that they shoul d
contract with Nordetek because he thinks that Nordetek is the
current exclusive licensee in the United States. See Stip. Ex. 93
(regarding Dallas) and 95 (regardi ng Ann Arbor).

According to Brian Steglitz, Ann Arbor's Senior
Utilities Engineer and Project Manager for its water treatnent
project, Ann Arbor's existing linme slaking system has reached the
end of its serviceable life. First Brian Steglitz Aff., Ann Arbor
Ex. 1, at § 4. For nineteen nonths, the Cty has worked on the
design of the new system 1d. at § 10. It anticipates receivVving

$1.4 mllion in federal stimulus funding, assuming that it can
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continue to neet rigorous deadlines for starting and conpl eting
the project. See id. at 1 7, 9. Ann Arbor nmet the first deadline
by awardi ng the contract for the project on Novenber 16, 2009,
and RDP is slated to be a subcontractor for the Tekkem i ne

sl aker and ot her conponents. ® But for Ann Arbor to renmain
eligible for the funding, it nust "issue the start work order”
and have a contractor on the job site by February 17, 2010.
Second Brian Steglitz Aff., Ann Arbor Ex. 2, at 1 5. Steglitz
estimates that the |inme slaking systemwould need to be delivered
in June of 2010. 1d. at T 22. According to Steglitz, Paul was the
"primary [ RDP] representative" who sold the systemto the City,
and Paul continued to work with Ann Arbor on behal f of RDP as

| ate as August 20, 2009. First Steglitz Aff. at | 12.

Nordetek is also interested in the Ann Arbor job, but
the city "does not believe that Paul Christy or Nordetek has the
personnel or facilities to prepare the shop drawings or to
manuf acture the conpl ete system conponents that are required for
the project.” Id. at § 20. Paul testified that Nordetek could
nmeet Ann Arbor's deadlines and that Nordetek could get a
performance bond for the project because he would put up a 100%

cash deposit with the bonding company. * For this job only,

2> The budget for the whole project is just over $4.2
mllion, and RDP's portion of the contract is about $1.15
mllion. First Steglitz Aff. at 8.

>4 Nor detek has not yet put up a bond for the Dallas
proj ect, and Paul does not know if the surety conpany woul d
require himto again pay a 100% deposit. But the Dallas project
is worth nore than $4 mllion, and Paul testified that he could
(continued...)
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Nor det ek has also offered to permt Ann Arbor to use its Tekkem
license and contract with RDP to build the equipnment. Ex. P-5.
The City has apparently rebuffed this offer.

Tekkemis a critical conponent of Ann Arbor's water
treatnment plan design. Wthout it the Gty would incur
significant delays in inplenenting this project, which would
likely result in a loss of the federal stinulus funding. First
Steglitz Aff. at Y 21-23; Second Steglitz Aff. at T 23. If Ann
Arbor could not proceed with RDP providing the Tekkem sl aker
system it would have to find a new Tekkem provi der and woul d
possi bl y experience construction delays resulting in the | oss of
the stinulus funding. RDP has agreed to indemify Ann Arbor
regardi ng the Stephansen licensing issues. First Steglitz Aff. at
1 25.

Ann Arbor's concerns cannot be firmy put to rest until
this case concludes and, nore inportantly, Stephansen and RDP
resolve their dispute regarding whether RDP is still a Tekkem
licensee. But RDP's surety conpany is awaiting the outconme of the
parties' notions for prelimnary injunction before deciding
whet her to provide bonds to RDP for the project. Second Steglitz
Aff. at 9 12. This is currently a major stunbling block in
nmeeting the upcom ng deadlines for the project. Ann Arbor's
attorney inforned us at the hearing that denying the plaintiffs’

notion for prelimnary injunction mght have a positive effect on

24 (...continued)

not cone up with even a 50% cash security -- or $2 mllion -- for
t hat bond.
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the City's continued eligibility for the federal stimulus funding
and its efforts to ensure that its residents have safe drinking
water. In other words, if we do not affirmatively prevent RDP
fromproviding the Tekkem sl aker to the City at this early stage
inthe litigation, Ann Arbor believes it will nmake tinely
progress on the project and remain eligible for the stinulus

f undi ng.

G RDP' s Confidential Proprietary |Infornation

Paul admtted that RDP has confidential proprietary
information and that he had unfettered access to it while he
wor ked at RDP. RDP is concerned that Paul will use this sensitive
information to do projects in the future, but Dick does not
bel i eve that Paul has used it yet. At the prelimnary injunction

hearing, Dick explained that Paul had access, inter alia, to

electronic files containing prelimnary engineering draw ngs,

whi ch are conpl eted before RDP signs a contract. Having the

el ectronic version -- as opposed to a paper copy -- of those
drawi ngs potentially saves hundreds of hours of work in creating
the drawi ngs that are done at |ater stages of the project because
t hey incorporate RDP's resolution of its past m stakes and enbody

thirty years of the conmpany's work experience.

. Legal Anal ysis
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As noted, the parties have filed cross-notions for
prelimnary injunction.® In its nmotion, RDP asked for injunctive
relief on several grounds, but it produced evidence that suffices
only to support its request that we enjoin Paul and Nordetek from
conpeting with RDP. The plaintiffs seek relief pursuant to their
Lanham Act clains and ask us to enjoin RDP from (1) claimng that
it has a Tekkem|icense, (2) stating that Nordetek does not have
that license, (3) saying that Paul is subject to a two-year NCC
with RDP, and (4) "disparaging and m srepresenting Plaintiffs and
their products and/or services." PI. Mot. at 1. W will thus
limt our discussion to the NCC and plaintiffs' Lanham Act
cl ai ms.

Based on the follow ng analysis, we will grant RDP' s
noti on agai nst Paul and Nordetek, and deny Paul and Nordetek's

noti on agai nst RDP.

A. Prelimnary | njunction Standard

In ruling on a nmotion for prelimnary injunction, we

must consi der *® whet her the novant has shown "(1) a likelihood of

> W denied an earlier plaintiffs' notion for a
tenporary restrai ning order on Novenber 12, 2009, and the sane
day granted the City of Ann Arbor's notion to intervene.

% I'n McNeil Nutritionals, LLC v. Heartland Sweeteners,

LLC, 511 F.3d 350 (3d Cr. 2007), our Court of Appeals stated
that the novant "nust denonstrate that each of [these] factors
favors the requested relief.” 1d. at 356 (enphasis added). But

| ater jurisprudence, which in turn cites MNeil, sinply states
that we "nust consider” these factors and does not indicate a
shift away fromthe traditional balancing approach that courts

t ake regardi ng these concerns when ruling on a notion for a

prelimmnary injunction. See Liberty Lincoln-Mrcury, Inc. v. Ford

(continued...)
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success on the nerits; (2) that it wll suffer irreparable harm

if the injunction is denied; (3) that granting prelimnary relief
will not result in even greater harmto the nonnoving party; and
(4) that the public interest favors such relief.” Child

Evangelism Fel |l owship v. Stafford Tp. School Dist., 386 F.3d 514,

524 (3d Cir. 2004) (internal quotations omtted). The noving
party nmust show that it will suffer irreparable harmthat is
beyond nonetary danmages, and we nust consider the extent, if any,

to which it will suffer that harm Liberty Lincoln-Mrcury, Inc.

v. Ford Mdtor Co., 562 F.3d 553, 557 (3d Gr. 2009). It is not

sufficient for the novant to show that irreparable harm"w ||

occur only in the indefinite future." Canpbell Soup Co. v.

Conagra, Inc., 977 F.2d 86, 91 (3d Gr. 1992). Rather, it "nust

meke a clear showing of immediate irreparable harm" |d.
(internal quotations omtted, enphasis in original).
W will first address RDP's notion for prelimnary

i njunction.

B. RDP's Motion for Prelimnary | njunction

In its notion, RDP asks us to enforce the NCC and to
prelimnarily enjoin and restrain Paul for two years from
conpeting with RDP and working for, owning, controlling,
operating, or affiliating with Nordetek. The parties have

present ed extensive evidence and argunments on this point, and, as

26 (...continued)

Mot or Co., 562 F.3d 553, 556 (3d Gr. 2009). See also MTernan v.

Gty of York, 577 F.3d 521, 526 (3d Gir. 2009) (sane).
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noted, we will grant RDP's notion on it. But RDP al so asks us to
i ssue an injunction regardi ng, generally speaking, Paul's use and
possessi on of RDP's property, confidential information, and trade
secrets. It also requests that we order Paul and Nordetek to
account to RDP for any incone received as a result of Paul's work
with Nordetek. At this juncture, RDP has not provided us with

evi dence or argunents that are sufficient to support an

7

i njunction on either of these issues,? and we will deny its

notion as it relates to them

1. Li kel i hood of Success on
the Merits Reqgardi ng the NCC

"I'n Pennsylvania,[?] restrictive covenants are
enforceable if [1] they are incident to an enpl oynent
relati onship between the parties; [2] the restrictions inposed by
the covenant are reasonably necessary for the protection of the
enpl oyer; and [3] the restrictions inposed are reasonably limted

in duration and geographic extent." Hess v. CGebhard & Co., Inc.,

?" The parties subnitted evidence regarding Paul's RDP
| aptop and his use of software to delete all of the files from
its hard drive before he returned it to RDP. But RDP has not
shown that this evidence has any bearing on its clains regarding
m suse of trade secrets or confidential information. There is no
evi dence that Paul or Nordetek currently has any property of RDP.
And since we will enjoin Paul from conpeting with RDP and
continuing to work on Nordetek's behalf, there is no reason to be
concerned that Paul will use RDP's protected information in the
i medi ate future

On the accounting issue, there is no indication in the
record that Nordetek or Paul have yet received any incone or
gener ated accounts receivable from Paul's work at Nordet ek.

28 The 1995 Agreenent is to be construed according to
Pennsyl vania | aw. 1995 Agreenent at 8 15(c).
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808 A 2d 912, 917 (Pa. 2002). A restrictive covenant will also be
enforced when it is "attached to a contract for the sale of a
busi ness" and neets the second and third requirenents in Hess.

Piercing Pagoda, Inc. v. Hoffner, 351 A 2d 207, 210 (Pa. 1976).

The plaintiffs do not argue that the NCC was unreasonable in
duration or geographic extent, so we will not address these
matters. The parties executed the 1995 Agreenent well after
Paul's relationship with RDP as a sharehol der and enpl oyee began,
so the NCC will not be enforced unless Paul received a

"correspondi ng benefit or change in status." Wiainwight's Travel

Service, Inc v. Schnolk, 500 A 2d 476, 478 (Pa. Super. 1985).

a. | nci dent to an Enpl oynent Rel ati onship
or Contract for the Sale of a Business

Plaintiffs argue that the NCC does not neet the first

Hess requirenment because it was in a sharehol der agreenent and

not an enpl oynent contract, but that fact is not fatal to the

enforcenent of the NCC. In Wainwight's Travel Service, the

Superior Court of Pennsylvania held that a restrictive covenant
in a sharehol der agreenent was enforceabl e because the enpl oyee
had the opportunity to purchase stock in the conpany because she
was a key enployee. Id. The court concluded that the sharehol der
agreenment was therefore "sufficiently related to the enpl oynent
relationship.” Id. Here, Paul's relationship to RDP as an

enpl oyee and shareholder are intertwi ned, and it appears that
Paul 's father nmade hi ma sharehol der not because he was a key

enpl oyee but because Paul was his son. But even though the 1995
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Agreenent was | abel ed as a "Sharehol der Agreenent,"” it addressed
i ssues that the brothers faced in their rol es as sharehol ders and
enpl oyees. For exanple, it protected Paul fromterm nation as an
enpl oyee except for cause, death, or disability. The brothers
could only trigger the NCC and the share repurchase provi sions by
termnation of their enploynent with RDP. For these reasons, RDP
is likely to succeed in showi ng that the 1995 Agreenent was
"sufficiently related to [Paul's] enploynent relationship” so
that the NCC was ancillary to it.

RDP al so contends that the NCC was ancillary to a
contract to sell Paul's ownership interest in RDP pursuant to the
1995 Agreenent's repurchase provisions. The plaintiffs respond
that the 1995 Agreenent only discussed the future sale of Paul's
interest and that the NCC was therefore not ancillary to a buy-
sell agreenent. Because we find that RDP is likely to succeed in
showi ng that the NCC was ancillary to Paul's enpl oynent
relationship wwth RDP, we need not resolve this dispute.

b. Reasonabl y Necessary
for RDP's Protection

RDP argues that Paul's work with Nordetek threatens its
relationships with existing custonmers and its ability to attract
new business in the future. The evidence in the record at this
time shows that RDP and Nordetek are conpeting not only in the
same market -- selling equipnment for water treatnent facilities
and providing services to support their installation -- but for

the very sane clients and projects. Paul hinself attenpted to get
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contracts for RDP in Dallas and Ann Arbor while he worked at RDP
and then | ater sought the sanme work for Nordetek shortly after

| eaving RDP. Wthin weeks of resigning from RDP, Paul also signed
Nordetek's |icense agreenent to use Tekkem-- clearly a key item
of technology for RDP and its business. RDP clains that during
Paul's long tenure as a sharehol der, executive, and enpl oyee at
RDP, he built up his technical expertise, industry contacts, and
had a reputation in this field. RDP credibly through Dick reports
that Paul's actions at Nordetek have al ready caused it harm and
could seriously -- perhaps fatally -- danage the conpany unl ess
we enjoin Paul fromcontinuing on this path.

Plaintiffs respond that RDP has no | egitinate business
reason for enforcing the NCC because they believe that RDP and
Nor det ek are not conpetitors. They contend that Nordetek's only
busi ness i s Tekkem sl akers and that because RDP no | onger has a
license from Stephansen, RDP is barred fromthat business.
According to Paul and Nordetek, even if RDP could show that
St ephansen wongfully term nated RDP's Tekkem |icense, RDP' s
remedy is not specific performance -- to wit, getting the |license
back -- but only damages. Again, the dispute between RDP and
St ephansen is not before us because it nust be submtted to
arbitration in London, but we will discuss this argunent to
di spel the plaintiffs' extravagant clains on this point.

Despite plaintiffs' protests to the contrary, whether
RDP is still a Iicensee, and whether Nordetek's purported |icense

is exclusive, are ungquestionably in dispute. Cf. Pl. Post-Hearing
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Brief at 5 ("The evidence is indisputable that Nordetek -- and
not RDP -- has the exclusive |icense to TEKKEM sl aker plants, and
any finding otherwi se woul d be wi thout jurisdiction[?] and
contrary to all of the evidence and RDP's Decenber 18, 2009
testinonial adm ssion."). It is by no neans clear that Stephansen
has properly terminated RDP's license, and it seens entirely
possi ble that the arbitration panel could conclude that RDP is
still a licensee. Furthernore, none of the cases that plaintiffs
cite supports their contention that, assumng that RDP is no

| onger a licensee, it cannot get the |icense back through the

remedy of specific performance. *°

29 Again, we agree with Nordetek's assessnent that we
do not have the power to determ ne the status of Stephansen's
license(s), but Nordetek incorrectly believes that the outcone of
that dispute is clear. Mreover, even if RDP is not a |licensee,
we conclude that RDP is likely to succeed in show ng that the
appropriate field of conpetition for this analysis is broader
than just Tekkem sl akers and that Paul has acted, and is acting,
in conpetition with RDP

% |'n Travel odge Hotels, Inc. v. Coutoules, No.
98-4307, 1999 W 314166, *4 (D.N.J. 1999), Judge Wlin stated
that "[a] franchisee's renedy for wongful termnation is an
action for noney danmages, and not the continued unauthorized use
of its franchisor's trademarks" (internal quotations omtted).
But unlike this case, in Travel odge the court found that the
plaintiff licensor could "substantiate its claimthat the |icense
was properly termnated,” and the |icensee never argued to the
court that it had not breached the |icense agreenent and fail ed
to cure the defaults. |d. at *4-*5,

The plaintiffs also cite S & R Corp. v. Jiffy Lube
Intern., Inc., 968 F.2d 371, 375 (3d G r. 1992), in which our
Court of Appeals held that an ongoi ng di spute over whether a
franchi se agreenent was properly term nated did not preclude the
entry of an injunction against the franchi see's continued use of
the franchisor's trademarks. But in that case -- again unlike
this one -- the court found that the franchi see had stopped
payi ng royalties and the franchi sor had properly term nated the
agreenent on that basis.

(continued...)
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But nore inportantly, although restrictive covenants

"shoul d be construed narrowy," All-Pak, Inc. v. Johnston, 694

A . 2d 347, 351 (Pa. Super. 1997), the plaintiffs' view of this
issue is not just narrow but nyopic. In asking us to limt our
review of this issue to only Tekkem sl akers, Nordetek invites us
to see the relevant market -- selling water treatnment equi pnent
and providing related services -- with a set of blinders and
ignore the reality that Nordetek and RDP are currently pursuing
the same jobs. Indeed, Nordetek's reasoning leads to the
pr epost erous concl usion that any conpany with a proprietary
product has no conpetitors.

We decline to take such a crabbed view, especially in
light of the NCC s broad | anguage. That portion of the 1995
Agreenent provides that for a period of two years after |eaving
RDP Paul "shall not engage either directly or indirectly in any
manner or capacity whatsoever . . . in any business conpetitive

with the business of the Corporation." 1995 Agreenent at § 9(b).

% (...continued)

Plaintiffs' reliance on Crane Co. v. Aeroquip Corp.,
356 F.Supp. 733, 740 (D.C. IIl. 1973), is also unpersuasive. In
that case, the defendant |icensee noved for a prelimnary
injunction to stop the licensor fromlicensing its patent to a
third party. That court's discussion of the notion was
perfunctory -- just three short paragraphs -- and only observed
that the Iicensee had failed to show that nonetary danages were
i nadequate, its likelihood of success on the nmerits, or
i rreparabl e harm

These cases sinply do not support plaintiffs'
contention that RDP has no hope of getting specific performnce
of the 2001 License Agreenent. One relevant treatise explains
that this renedy is sonetinmes "directly awarded to the |icensee
[but] in very few cases.” Raynond T. N nmer & Jeff Dodd, Modern
Li censing Law § 11: 34 (2009), available at MODLI CENLAW § 11: 34 on
West | aw (dat abase version updated Cct. 2009).
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It is true that the agreenent does not define the phrase

"conpetitive with." But The Oxford English Dictionary defines

conpetitive as "Of, pertaining to, or characterized by

conpetition.” IIl The Oxford English D ctionary 605 (2d ed.

1989). In the real mof commerce, conpetitionis "Rivalry in the

mar ket, striving for custom between those who have the sane

commodities to dispose of." [d. at 604, def. 1(b).

The Pennsyl vani a Superior Court has defined conpetition
simlarly as the "effort or action of two or nore conmerci al
interests to obtain the sane business fromthird parties.”

Om cron Systenms, Inc. v. Weiner, 860 A 2d 554, 560 (Pa. Super.

2004) (internal quotations omtted). The court concluded in
Omicron that two conmpani es were conpetitors because they provided
their clients with solutions to the sane kinds of problens. |d.
at 561. The plaintiffs here argue that RDP may no | onger supply
Tekkem sl akers and does not currently market any products that
conpete with Tekkem They contend that RDP and Nordetek are
therefore not conpetitors under Ormicron. But plaintiffs ignore
the fact that RDP is currently marketing Tekkem sl akers and nay
wel |l be doing so lawfully. It is plain that RDP and Nordetek are
offering the sanme solutions to their custoners' water treatnent
probl ens and that under Qm cron they are paradigmatic

competitors.

31 Under this approach, Paul violated the NCC by
getting the Tekkem license for Nordetek in the first place.
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On the record before us, RDP is likely to succeed in
showi ng that RDP and Nordetek (through Paul) are "striving for
[the sanme] custoni -- because that is, in fact, what they are
doing -- and that it has a current |legitimate business interest
in enforcing Paul's broad covenant not to conpete for two years
against the famly firm

C. Correspondi ng Benefit
or _Change in Status

Plaintiffs al so contend that Paul did not receive any
consideration for the NCC because the 1995 Agreenent did not
change his job responsibilities, conpensation, or increase his
ownership of RDP. RDP responds that the 1995 Agreenent benefitted
Paul because it increased his job security by [imting RDP's
ability to termnate him

RDP al so argues that its prom se to purchase Paul's
shares was val uabl e consideration that it believes is now worth
nore than $500, 000. Paul characterizes the share repurchase
provi sions as a detrinent because before the 1995 Agreenent he
coul d have resigned as an enpl oyee and remai ned a sharehol der.

But the parties stipulated that due to Paul's resignation, he "is
entitled to have his shares of RDP stock repurchased" pursuant to
the 1995 Agreenent. Stip. Facts at § 34.

There is no evidence that prior to the 1995 Agreenent
Paul and RDP were subject to these provisions. Mreover, Rob and
Dick also agreed to the NCC, and Paul benefitted fromthis nutual

arrangenent because he had the assurance that his interest in RDP
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was protected fromhis brothers | eaving the conpany and taking
its business with them Plaintiffs contend that Dick's prom se
not to conpete was illusory because he never planned to | eave
RDP. But Dick credibly testified that he consi dered resigning
fromRDP due to the hostility between himand Paul but decided
not to do so precisely because of the NCC

RDP is likely to succeed in showi ng that Paul's job
protections, RDP's obligation to repurchase Paul's shares upon

hi s resignation, *

and the mutual NCC in the 1995 Agreenent were
new, and that these obligations and prom ses were correspondi ng

benefits for Paul's agreenment not to conpete. *

82 Again, notw thstanding plaintiffs' prior argunents
to the contrary, the parties stipulated that the 1995 Agreenent
obligated RDP to take this action

¥ In their pre-hearing supplemental brief, plaintiffs
argue that D ck's m sbehavior toward Paul, including freezing
Paul out of decisions at RDP, renders the 1995 Agreenent
unenf orceabl e because Dick has failed to performhis obligations
under that agreenment in good faith. Pl. Supp. Br. at 13-16. But
Dick is not seeking to enforce the NCC -- RDP is. And plaintiffs
have not made any argunents that woul d support piercing RDP' s
corporate veil on this issue. We will therefore not further
address these i napposite contentions.

36



d. Constructive Term nation

Plaintiffs assert that "equity conmands" that we not
enforce the NCC agai nst Paul because his "value" to RDP at the
time of his resignation was "nomnal." Pl. Opp. Br. at 20. Their
argunent is apparently that RDP should not feel threatened by
Paul because RDP (read Dick) held himin | ow esteem by the end of
his tenure with the conpany. This reasoning nay have sone nerit
as applied to a lowlevel enployee with little ability to pose a
serious threat to the well-being of a fornmer enployer. But it has
no place here because Paul was an officer, director, and
sharehol der at RDP who admts that he had unfettered access to
its confidential information. And there is no question that Paul
and Nordetek actually pose a serious threat to RDP. W will not
bel abor this neritless argunent.

Based on all of the evidence and argunents that the
parties have submtted thus far, we conclude that RDP is likely
to succeed in showing that Paul's NCC is enforceable and that he

is breaching that agreenent.

2. | rreparabl e Har m and Bal ance of Harm

We have al ready discussed the harmthat RDP has
suffered and continues to experience as a result of Paul's
actions with Nordetek. Paul clainms that we cannot view Nordetek's
acqui sition of the TekkemIlicense as harnful to RDP because RDP
| ost the license before Nordetek acquired it. W find Paul's
testinmony that he did not discuss the possibility of his firm

serving as the Tekkem licensee until he left RDP to be utterly
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incredible. But even if we treated this fiction as true, it
appears that Paul's actions with Stephansen since he |left RDP
have further poisoned the relationship between Stephansen and RDP
and made less |likely the possibility of reconciliation and
resolution of the issues surrounding the 2001 License Agreenent.
But Paul and Nordetek have al so harned RDP nore
directly by conpeting for the very sane business and causi ng
RDP's current custonmers to question their ongoing relationship
Wi th the conpany. Under Pennsylvania |law, Paul's disruption of
RDP' s established business relationships, the possibility that
RDP wi Il | ose new business, which is "inherently
unascertainable,” and the damage that Paul and Nordetek are
causing to RDP's mar ket advantage constitute quintessenti al

irreparable injuries. West Penn Specialty M5O _Inc. v. Nolan, 737

A 2d 295, 299 (Pa. Super. 1999). Unlike Nordetek, which only
"enpl oys"” Paul, RDP has fifteen enployees, and Dick credibly
testified that RDP could have to lay off nost of themif RDP
continues to | ose business. On these bases, RDP has denonstrated
that the actions of Paul and Nordetek are causing it irreparable
injury now and will continue to do so in the imediate future
unl ess we grant RDP' s notion.

The plaintiffs argue that if we grant RDP' s noti on,
Nordetek will be forced out of business and that Paul will not be
able to work in the only field in which he has been enpl oyed
since college. But the only real-world effect of Nordetek's

potential dem se would be harmto Paul as Nordetek's sol e owner
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and enpl oyee. At the Novenber 12, 2009 hearing on plaintiffs'
notion for a tenporary restraining order, we |earned that Paul
has significant personal wealth, and he told us that he is not
personal ly suffering fromany financial distress. Any harmthat
Paul woul d suffer fromthe injunction RDP seeks is, noreover,
entirely of his own maki ng. He signed the 1995 Agreenent and then
resigned from RDP, thereby triggering the application of the NCC
He then pronptly founded a business that conpetes with RDP. Such
"self-inflicted" infjury will not be considered irreparable. See
Caplan v. Fellheiner Eichen Braverman & Kaskey, 68 F.3d 828, 839
(3d Gr. 1995).

The harm for Nordetek and Paul of granting RDP' s notion
pal es in conparison to the pal pable harmthat the plaintiffs
behavi or is causing, and wll continue to cause, RDP. The bal ance

of harns thus tips heavily in favor of granting RDP s notion.

3. Public I nterest

Nor det ek contends that the public interest will be
harmed if we grant RDP's notion because no contractor in North
America woul d then be able to provide Tekkem |ine sl akers. As
di scussed above, we think this outcone is by no nmeans a foregone
conclusion, as RDP may still be a Tekkem licensee. W al so cannot
predi ct what action Stephansen nmay take if we grant the notion,
but it is possible that Stephansen may find an entity unrel ated
to Paul to sell Tekkemin the United States. The parties al so
make broad argunents regarding the public interest, e.qg., that it

is generally good to enforce non-conpete agreenents or that non-
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conpete agreenents are disfavored and individuals should be free
to conduct business as they choose. There may be nerit to these
abstract argunents but -- on the issue of whether to enjoin Paul
fromconpeting with RDP -- the public interest does not weigh
heavily in favor of either side.*

RDP is likely to succeed on the nerits, and Paul's
conduct is causing, and will cause, irreparable harmin the
i mredi ate future unless we grant RDP's notion. The bal ance of
harns wei ghs heavily in favor of RDP, and at this point the
public interest does not tip the scales for either side. Pursuant
to Fed. R Cv. P. 65 we wll therefore grant RDP s notion and
wi Il enjoin Paul and anyone in active concert or participation
with himfromconpeting with RDP. As things now stand, Paul is
the only owner and enpl oyee of Nordetek, and this injunction wll
restrain Nordetek fromconpeting with RDP as |ong as Paul has

anything to do with that firm

% The nmore central and pal pabl e public interest
concerns -- for Ann Arbor, Dallas, and other mnunicipalities --
relate to | ocal governnments' ability to provide clean, safe
dri nking water and to nove forward with projects to inprove water
treatnment in those cities. But those inportant concerns do not
bear heavily on the defendant's nmotion to enjoin Paul from
conpeting with RDP. Ann Arbor, for exanple, sinply wants a Tekkem
sl aker and would like for RDP to provide it. But whether Paul and
Nor det ek are also providing Tekkem sl akers woul d have no i npact
on Ann Arbor's situation.

We know that Nordetek has received a letter of intent
for the Dallas project, and granting RDP's noti on woul d
undoubt edl y have an i npact on Nordetek's ability to nove forward
in Dallas. But the plaintiffs have provided no evi dence regarding
the inpact, if any, that an injunction would have on Dallas's
ability to proceed with its water treatnent project. We therefore
cannot conclude that granting RDP' s notion would have any i npact
on the public's paranpbunt interest in clean water.
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C. Plaintiffs' Mtion for Prelimnary | njunction

Plaintiffs' nmotion for prelimnary injunction is
grounded in their Lanham Act clains relating to the Tekkem
license, Paul's NCC, and Nordetek's products and services, which
plaintiffs have repeatedly contended only involve Tekkem sl akers.
They nmust show that if we do not grant their notion they wll
suffer irreparable and i mediate harm But we will enjoin Pau
and everyone in active concert or participation with him--
currently including Nordetek -- fromconpeting with RDP in the
mar ket of selling equi pnment for water treatment and providing
services related to the installation of such equi pnent in the
United States. The plaintiffs thus cannot show that they wll
suffer imediate irreparable harmfrom anythi ng that RDP says
about Tekkem the non-conpete, or Nordetek.

RDP argues that once we enjoin plaintiffs they |ack
standing to assert these clains because they cannot be suffering
an injury to business they are barred from conducting. See The

Pitt News v. Fisher, 215 F.3d 354, 359 (3d Cir. 2000) ("To

denonstrate Article |1l standing, plaintiffs nust denonstrate

t hat they have suffered an injury-in-fact, that the injury is
causal ly connected and traceable to an action of the defendant,
and that it is redressable."). But the injunction agai nst Paul
and anyone acting in concert with himwuld [ast at nost for two
years -- the NCC s time limt. In view of this |ong breathing
space, the plaintiffs cannot denonstrate that they will suffer

i medi ate and irreparable harmregarding RDP' s rel evant
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statenments, and we will therefore not grant a prelimnary
injunction on this basis. But it is premature for us to declare
that the plaintiffs will never suffer any injury fromRDP' s
statenments, given plaintiffs' at |east theoretical possibilities
after Septenber of 2011 in selling Tekkem sl akers.

W will deny plaintiffs' notion for prelimnary
i njunction because they cannot show that they will in any way

suffer imedi ate and irreparable injury.

I11. Security

Havi ng concluded that RDP is entitled to a prelimnary
i njunction agai nst Paul Christy and Nordetek for violation of § 9
of the Sharehol ders' Agreenent, Fed. R Cv. P. 65(c) obliges us
to consider the issue of "security in an amount that the court
consi ders proper to pay the costs and danages sustai ned by any
party found to have been wongfully enjoined or restrained." As
Wight and MIler note, this part of the Rule "is to enable a
restrained or enjoined party to secure indemification for the
costs, usually not including attorney's fees, and pecuni ary
injury that may accrue during the period in which a wongfully

i ssued equitable order remains in effect.” 11A Charles Al an

Wight, Arthur R MIler & Mary Kay Kane, Federal Practice and
Procedure, 8 2954, at 287 (1995) (footnote omtted).

The problemin this case is determ ning what, if any,
"pecuniary injury" Paul and Nordetek are at practical risk of
incurring during the pendency of this prelimnary injunction. W
know from the hearing that Nordetek, which at the tine of the
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hearing was clearly Paul's alter ego, not only had no enpl oyees,
but al so had no business. The record to date reveals, at its
nost concrete, a Novenber 11, 2009 "Notice of Intent" with Gscar
Renda Contracting, Inc. to Nordetek with respect to a possible
$4.4 mllion water treatnment plant expansion in Dallas, Texas.
See Ex. D-67.

But we al so know fromthe parties' experience with Ann
Arbor that nuch can happen between an expression of "intent" and
t he execution of an actual contract. |ndeed, for Nordetek and
Paul perhaps the nost inconvenient truth is that nunicipalities
i ke Ann Arbor and Dallas oblige contractors to post performance
bonds. As Paul readily admtted in his testinony, Nordetek's
surety conpany woul d oblige himto post one hundred percent
security for the Ann Arbor bond, over $1 mllion, and he could do
so. But the Dallas job is worth $4.4 nmillion, and Paul conceded
that there is no possible way that he could post even half of
t hat anmount fromthe resources available to him

The record al so confirns that nunicipalities prefer
dealing with firns that actually have enpl oyees, and not nerely a
corporate charter and high hopes. This hard reality is the
reason Ann Arbor expressed to us its desire to proceed with RDP
rather than w th Nordetek

Wth such inponderabl es and conti ngenci es, fashioning a
just anmount to satisfy the purposes of Rule 65(c) is, in the end,
specul ative on this record. Taking what we know, which is the

possibility that Nordetek nay participate in a $4.4 mllion
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project with the Gty of Dallas, and generously assum ng
(admttedly with no support in the record) a fifty percent profit
mar gin for Nordetek, the worst case scenario for the enjoined
parties would be a loss of $2.2 nmillion for, say, a period of one
year before our Court of Appeals or this Court could conme to the
conclusion that this prelimnary injunction was inprovidently

granted. According to today's tables in The Wall Street Journal,

and taking the current yield on benchmark two-year governnent

bonds issued by the United States Treasury, *°

and applying this
risk-free 1.02%rate for one year, represents a maxi nmal interest
| oss of $22,440. W will therefore condition the prelimnary

i njunction on the posting of security in the anount of $22, 440.

| V. Concl usi on

W will grant RDP's nmotion for prelimnary injunction
as to the NCC, and we will deny the plaintiffs' notion for
prelimnary injunction. We will order RDP to post $22,440
security pursuant to Fed. R Civ. P. 65(c).

BY THE COURT:

__\s\Stewart Dal zell

%  To be sure, another generous assunption.
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IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

NORDETEK ENVI RONVENTAL, INC.. CIVIL ACTI ON
et al. :
V.
RDP TECHNOLOG ES, | NC. : NO. 09-4714
ORDER

AND NOW this 8th day of January, 2010, upon
consi deration of defendant's nmotion for prelimnary injunction
(docket entry # 6), plaintiffs' notion for prelimnary injunction
(docket entry # 7), the parties' briefs, supplenmental briefs and
exhibits, and the testinony and argunents at the hearing on
Decenber 17 and 18, 2009, and upon the findings of fact and
concl usions of |aw detailed in the acconpanying Menorandum it is
her eby ORDERED t hat :

1. Def endant's notion for prelimnary injunction
(docket entry # 6) is GRANTED | N PART;

2. Plaintiffs' notion for prelimnary injunction
(docket entry # 7) is DEN ED

3. Def endant shall FORTHW TH POST security in
accordance with Fed. R Civ. P. 65(c) in the amount of $22,440;



4, Upon defendant's posting of security and until
Septenber 17, 2011, Paul Christy and anyone with actual notice of
this Order who is in active concert or participation with him
including, wthout limtation, Nordetek Environnental, Inc., are
PRELI M NARI LY ENJO NED from conpeting with RDP Technol ogi es, Inc.
anywhere in the United States; and

5. Upon defendant's posting of security and until
Septenber 17, 2011, Paul Christy and anyone with actual notice of
this Order who is in active concert or participation with him
including, wthout limtation, Nordetek Environnental, Inc., are
PRELI M NARI LY ENJO NED from selling water treatnent equi pnent and
provi di ng the engi neering services necessary to design and install

such equi pnent anywhere in the United States.

BY THE COURT:

/sl Stewart Dal zell, J.
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